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Who Gets What Share 
of the Food Dollar? 
by Gene Futrell 
T HERE IS and has been a great deal of confusion about food 
marketing margins and as to who 
gets what share of the consumer 
food dollar. As a farm producer, 
for example, you may be irritated 
at receiving a low price when the 
price of the finished or processed 
product appears to remain high at 
the retail level. As a consumer, on 
the other hand, you may simply 
be irritated that retail food prices 
appear to be high. Or you may 
also wonder what farmers are com-
plaining about with food prices the 
way they are. 
Marketing margin and farm-share 
statistics do furnish certain kinds 
of information. But both their uses 
and limitations need to be recog-
nized. Most of the confusion and 
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misunderstanding we find seems to 
develop for two reasons : 
e Consumers are most aware of the 
prices they pay. Farm producers are 
most aware of the prices they re-
ceive for their production. Knowl-
edge and awareness of the area "in 
between"-that of marketing and 
processing costs an d services-is 
much less. 
e Many people aren't fully ac-
quainted with the meaning, limita-
tions and uses of the types of mar-
keting information that is available. 
A better understanding of mar-
keting costs and services by both 
urban consumers and farm pro-
ducers might do much to improve 
the differences in views on this 
subject. 
Retail Price . . • 
The retail price of a farm prod-
uct includes two major parts: ( 1) 
It includes the payment to the farm-
er for the quantity of the raw prod-
uct necessary for a given quantity 
of the finally retailed product; this 
payment is the farm share. ( 2) It 
includes the payment to the process-
ing and marketing agencies for the 
services required to get the product 
to the consumer in the form and 
condition wanted by consumers and 
at the time and place it is wanted. 
' 
Farm-Retail Spread .. . 
The farm-retail spread on a prod-
uct is the difference between its re-
tail price and the farm value (farm 
price) of the amount of raw prod-
uct necessary for the final product. 
This spread also is commonly re-
ferred to as the "marketing cost" 
or "marketing margin." 
The marketing c o s t s represent 
payment for the following general 
k i n d s of services in getting the 
product from the farm to con-
sumers: 
1. Local assembly of the product, 
2. Processing, 
3. Storage, 
4. Transportation, 
5. Wholesaling and 
6. Retailing. 
These services have become both 
necessary and important in our 
modern-day economy. They ad d 
real value to the product and make 
it more acceptable to the consumer. 
Processing, along with related serv-
ices- such as inspection, grading 
and packaging- transfers the prod-
uct into the form the consumer 
wants. Transportation, s t o r a g e, 
wholesaling and retailing make the 
product available at the time and 
place the consumer wants it. 
. Few consumers, now, would be 
interested in buying a live hog or 
a bushel of wheat- even though 
the price per pound or bushel was 
relatively low. Consumers are in-
terested in a pound of pork chops 
or a loaf of bread. And they've been 
willing to pay the bill for the serv-
ices required in getting raw farm 
products into these forms. 
Changes in the Spread 
The prices for farm products are 
subject to frequent- and sometimes 
sharp- variations. T h e s e include 
both short-run fluctuations (from 
day-to-day and week-to-week) and 
longer-run seasonal and cyclical 
c h a n g e s. These variations come 
about mainly from the changes in 
market supplies but are also af-
fected by changes and shifts in the 
demand for farm products. 
Marketing costs, however, are 
made up mostly of nonfarm costs 
of the processing and distribution 
agencies. These include the costs of 
labor, transportation, depreciation 
on buildings and equipment, rent, 
taxes, advertising, fuel, power and 
other utilities, supplies, containers 
and profits. Usually these costs 
don't change rapidly and are fairly 
rigid in short time periods. 
B e ca us e of this, short-run 
changes in the spread or difference 
between farm and retail prices are 
most often due to changes in the 
farm price of the raw product. And 
a change in the farm price, thus, 
has an immediate and direct effect 
on the portion of a given food dol-
lar going to the farmer. 
But the extent of marketing 
services also has changed over time 
because of shifts in the kinds and 
relative quantities of food bought. 
Marketing services and costs also 
are affected by changes in the chan-
nels of distribution- more people 
eating in restaurants, for example-
and by shifts in production and 
population centers. Over long pe-
riods of ti m e, the farm-retail 
spreads tend to parallel marketing 
costs and to reflect most of these 
changes in marketing services. 
"Marketing Bill" ... 
Labor and transportation are the 
largest single items in the total 
food marketing bill. And both have 
gone up steadily in recent years. 
The trend has also been upward for 
the other costs of food marketing. 
The total marketing bill for the 
processing and distribution of farm-
produced foods sold at retail stores 
TA BLE I. Costs in ma rketing farm food products 
sold at retail level to civilian con-
sumers , United Stales, 1957. 
Cost Percent of total 
Ite m (billion dollars) marketing bill 
Labor . 14 .2 46 
Transportation 
(rai l and truck) ..... 3.7 12 
Other1 11 .0 36 
Corp. profits 
(before taxes) 2.0 6 
TOTAL . 30 .9 100 
1 Includes taxes, rents, depreciation, materials, 
packaging , supplies, noncorporate profits and 
other costs. 
in 1940 was 17.8 billion dollars. 
It was 30.9 billion in 1957 and 33 
billion in 1958. 
In the over-all picture, much of 
this increase has been due to higher 
costs alone- the rise in the price 
and wage levels. The balance has 
been due to an increase in the total 
volume marketed and to payment 
for additional marketing services. 
Table 1 shows the total farm-retail 
marketing bill for farm food prod-
ucts sold to civilian consumers in 
1957. 
Total labor costs for marketing 
food products have increased each 
ye a r since 1940- reflecting the 
larger volume of food sold, added 
marketing services and a rise in 
wage rates. Though the hourly earn-
ings of food marketing workers in 
1958 were about 63 percent higher 
than the average for 1947-49, pro-
ductivity per worker has increased 
also. This means that total labor 
costs haven't gone up in the same 
proportion as earnings. 
At the same time, railroad freight 
rates have gone up about 42 per-
cent since the 1947-49 period, and 
about 80 percent since 1945. Truck 
rates are estimated to be up about 
the same. Another factor in in-
creased transportation costs has been 
the concentration and shifting of 
our population to urban areas. This 
means that many food items must 
now be hauled greater distances 
from the point of production than 
was true in the past. 
The Margins Now 
Marketing costs in recent years 
have made up over half the retail 
cost of farm-produced foods. In 
1958 these costs accounted for 60 
percent of the retail food dollar-
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the same as in 1956 and 1957. The 
marketing margin reached an all-
time low of 47 percent in 1945. 
But rising marketing c o s t s had 
pushed it up to its present level by 
1956. 
The marketing margin v a r i e s 
considerably among individual com-
modities. This is because of wide 
differences in the amounts of mar-
keting services needed to get raw 
farm products into the forms want-
ed by consumers. Involved are the 
amount of processing required, the 
perishability of the product, the dis-
tance between producing areas and 
major consuming centers and other 
factors. Generally, the more highly 
processed a food product is, the 
greater is the marketing margin and 
the smaller the farm share of the 
r~tail dollar for that product. 
The farm share of the retail food 
dollar spent on eggs in 1956, for 
eX1mple, was 69 cents, with the 
marketing system getting 31 cents. 
But the farm share of the dollar 
spent on cornflakes was only 13 
cents; for fresh lettuce, 35 cents. 
All processing, however, doesn't 
necessarily add to the cost of food . 
Shipping costs, for instance, are 
highest on perishable and b u l k y 
foods. Processing w h i c h reduces 
either perishability, bulk or both 
may more than offset the process-
ing cost. 
Marketing-s y s t em and farm 
shares of the consumer food dollar 
for major food groups are shown in 
table 2. 
The Farm Share . 
The farm share of each urban 
consumer dollar spent for food in 
retail stores in recent years has 
averaged around 40 cents. Right 
now, the relationship between the 
farm share and the marketing mar-
gin is about the same as it was be-
fore World War II. 
The farm share increased rapidly 
during the war period, reaching a 
record high of 53 cents in 1945. 
A combination of factors were re-
sponsible for this wartime increase 
in the farm share. Prices received 
by farmers for their products went 
up almost 100 percent. Wartime 
wage and price controls, however, 
held down the rise in marketing 
costs. Subsidies were paid to mar-
keting firms to help keep retail 
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TA BLE 2. Farm share and marketing-system share 
of retail food dol lar by commodity 
groups, 1956 . 
Marketing system 
Prod uct share Farm share 
Mar ket basket' ...... 60% 40% 
Mea t products 48 52 
Da iry prod ucts . 53 47 
Poult ry and eggs .. 37 63 
Baking an d cerea l 
p rod ucts . 79 21 
Fa ts a nd oils 67 33 
1 Based on reta ii costs of market ba sket of 60 
far m food s, col lecte d by Bure au of Labor Sta-
tistics in 46 c ities. 
prices from going up, and farmers 
also received similar payments on 
some products in an effort to hold 
down retail prices. 
Farm Share and Income .. . 
The farm share of the food dol-
lar has, at times, shown the same 
trend as farm income and the parity 
ratio. And this is why many per-
sons associate a smaller farm share 
with a lower farm income. But 
farm share and marketing margin 
data shouldn't be expected to give 
any measure of farm income. 
Incomes are measured in dollars, 
not percentages. The egg producer's 
share of the consumer egg dollar 
averages 3-4 times as much as the 
wheat producer's share of the con-
sumer dollar spent for wheat food 
products. But this doesn't mean 
that egg production is more profit-
able. Thus, there's no ideal per-
centage division of the food dollar 
that will automatically result in 
equitable shares to the people con-
cerned. An increase in the farm 
share doesn't necessarily mean an 
increase in the dollar share and vice 
versa. 
When we interpret changes in 
the farm share of the food dollar, 
we must also consider the changes 
and trends in marketing services. 
New developments in food produc-
tion and distribution, and the intro-
duction of new products may in-
crease total marketing costs. But 
this, in turn, may create new mar-
kets and a greater demand for the 
basic product. For example, the de-
velopment of a good-quality frozen 
concentrated orange juice product 
added to marketing and processing 
costs. But it created an expanding 
demand for citrus fruits-thus 
benefiting citrus growers. There-
fore, it's necessary to consider the 
full effects of changes in market-
ing services. 
The farm share of the retail food 
dollar fails as an indicator of farm 
income for several other reasons. 
Our total population has increased 
rapidly; consumer incomes have 
gone up; and the number of dollars 
spent per person on food products 
has increased. This means that the 
total amount of food purchased and 
the total dollars spent on food have 
been increasing. 
Simply put, a smaller percentage 
share of a larger pie may be as 
great or greater than a larger per-
centage share of a smaller pie. The 
rates at which all of these changes 
take place compared with the 
changes in marketing costs deter-
mine the net effect. The costs of 
production and the total volume 
produced are additional determiners 
of farm income. 
How Data Is Used 
Marketing margin data is com-
piled mainly as a means of observ-
ing changes and trends in market-
ing costs on farm food products-
the farm-retail spread. It also pro-
vides a measure of the farm share 
of the retail food dollar and of the 
changes in this share. 
Mainly its value is informational 
-to increase the understanding of 
food processing, food marketing 
and food costs. For individual com-
modities, it can tell us what process-
ing and distribution services are 
being used in getting the product 
from farm to consumer. It gives us 
an estimate of the costs of individ-
ual marketing services and the cost 
of the raw farm-product. 
But marketing margin data alone 
tells us little about marketing ef-
ficiency- e x c e p t through careful 
and thorough analysis. Neither can 
it be used to compare the relative 
efficiency of the marketing of dif-
ferent products. 
The farm-share data, particularly, 
seems to be widely misused, or at 
least misunderstood. As mentioned 
earlier, it is not a measure of farm 
income or well being, and inter-
pretations of this kind are in error. 
All in all, marketing-margin and 
farm-share data have a rather re-
stricted but very important function . 
That is to supply information that 
will increase general understanding 
of food processing and distribution 
as well as of food costs. 
